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| To THE SHAREHOLDERS 


Net income of your Company and its ‘consolidated Mi 


a Teupotenelea including earnings of International 


Mogul Mines Limited, accounted for on the equity 
_method, were $1,407,000 or $0.48 per share for the 


_ six months ended June 30, 1973 compared to 


$466,000 or $0.23 per share for the same period in 
Micattinne | 


INTERNATIONAL MOGUL MINES LIMITED 


Your: Company now owns 38.2% of the issued 
common. shares of International Mogul as a result of 


issuing 852,883 treasury shares for the purchase of 


an additional 194,185 shares of that Company. 


_ International Mogul had the highest earnings in its 


history during the six-month period ended June 30, 
1973. Its consolidated net earnings amounted to 
$4,023,000 or $1.54 per share for the period com- 
pared with $1,518,000 or $0.58 PS share for the 
same period in 1972. 


wo The improvement in profit performance, despite 


rising mining and other costs, is attributable to 
several factors. The tonnage milled by Mogul of 
Ireland, International Mogul’s 75%-owned  subsi- 
_ diary, was maintained at normal levels during the 
period whereas the tonnage milled during the same 
period in 1972 was considerably less than normal 
because of a minor surface plant fire and labour 


unrest. In addition, zinc and lead prices have 


increased significantly over the prices prevailing dur- 
ing the first half of 1972. In July 1973, the pro- 
ducer price for zinc was raised from £205 to £220 


per metric ton and the benefit of this increase will 


be felt over the remainder of the year. It is 
expected that strong prices for zinc and lead will 


continue. 


Included in the earnings of International Mogul 
for 1973 are the results of operations of the Pine 
Vale Group, a group of effectively controlled Aus- 
tralian Companies. 


Surface diamond drilling continues on the prop- 
erty of Mogul of Ireland. Currently three drills are 


working and some encouraging results have been | 


obtained. 


Ue pieation activities kat Peleeateh and 
oil by International Mogul and its controlled su 
-sidiaries. Lalaantay doriae the) pentoaiig on a “nor m 
MDASiS ys) 1") My ea Ay 


ay 
purine at 
Cumulative “Redeemable 


i ated by Mogul of Ireland, puts pala 
into a position where it can aaa ee saith 
cant iuisiauliaanll 


- the Pca have been consolidated into youl if 
 pany’s earnings. The sales for the six-month | p 
were less than those for the corresponding pe 
1972. which, together with | increased — expense, 
aie in a decrease in profits. The B: 
became an independent country on July 10, (L94 


Hi and we coe to ‘believe, that the. one of t 


(eabiedteds in profits of City Asbacbaraas Notwiths 
ing adverse conditions during the past few years, 
Associated and its subsidiary, Spotless. Cleaners, 
- continued to make, ‘profits and have reduced th 


ey a dividend policy for. ban) Associated can. vt 
i isiiteennane ext year) 


_INTERSCAN Linares 6) 0 
; ' This 75 %-owned subsidiary 4 as” at June 30, eed 


“range: of pt. at ent dene in pean ey: 

results to date have not been consolidated into your 

company’s earnings but management believes that it) 1) 

will be appropriate to consolidate these figures at the Mia i 

iy end of 1973 in view of the corporate: Neiatain isa i} Mi 
+] }> aa ‘ " ; fe be N 
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i for the six-months ended June 30, 1973 about cata 
Pibcd that budgeted for the period. However, orders 


Avie excess of $6,000,000 of which approximately 
Pt) | 85.000, 000 are for deliveries in 1973 and the balance 
in 1974. These, together with orders~ “now in ad-— 
te vanced stages of negotiation, indicate that Interscan’ Wy 
_computer input operations should generate a ical 
(of ‘about $950,000 for the last six-months of 1973. 


lis ‘dramatically. improved over previous periods and | 
our continuing anitna 7 this Company has been 
_ justified, 


yay the 1972 Annual Report of Goldsireatn we 
veuatied that. . . “Alternative methods of financing | 
_/Interscan are now being considered which will enable | 
“some recovery of your Company’s investment in the 
near future . . .”. These efforts are still continuing 
a] but. we have recently completed a transaction which 


2 nme 


es 


"effect, puts your Company into a position where its 


securities of significant value. 


As: of August 1973, your Company | obtained | 
ae of GCL. Graphic Communications Limited | 
GCL"), a Company holding the distributorship 
pies for a family of graphic transceivers) or 


at 


“name “Dex”. The manufacturer is SraPHg Sciences, 
Inc. in Danbury, Connecticut, U. S.A. The Dex 
_ machines are capable of sending or receiving docu- 
an | ments, photographs, or other written or graphic 
_| material to or from a similar machine requiring only 
[ares ordinary telephone for transmission and depend- 
ing on a conventional wall plug for power. ‘The | 
local or long distance telephone systems can be used 
and the units can be accoustically coupled to the | 


SS 
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Ho Taal cradle | enclosed in the machine. 


(which includes the eight major telephone com- 


_ System members agreed to purchase an aggregate of | 


. any other machines. GCL is isa exclusive source aah 


ay 
} 


HN and an. overall profit of about $600,000. for the » 
at it _ calendar year 1973. The Company’s present Poetoa 


- facsimile transmission devices marketed under the 


} 
‘ 


_ telephone by merely placing the lana receiver 


we believe considerably strengthens Interscan and, in | 


In May 1973, GCL ‘entered into. a VES con- a 
tract with the Trans-Canada T ‘elephone — System _ 


Hh | lente Heise Interscan incurred a consolidated loss 


and letters of intent are now on hand amounting to’ i ii 


interest in Interscan is convertible ato marketable a 


panies) under which the Trans-Canada. Telephone Ni 


400 machines from GCL during the first year of the 


contract. The members are not obliged to purchase A 


Dex machines in Canada and 430 tachi iHdvelt ae 
already been ordered by the Trans-Canada ‘Tele- 
phone System. The Trans-Canada Telephone System ji 
ds marketing the Dex machine under the name ‘Fax- 
com and has already launched an aggressive market 
ing campaign with the slogan . . Hotere al 
Phone it.” | | 


In addition to units sold to the “reac ay 
Telephone System, GCL will, itself, be renting hui 
selling units directly to other customers. > Wp, 


As part of the transactions mentioned above, te | 
exclusive distribution rights for Dex products in the 
United Kingdom and the Republic of Ireland: were 

also obtained. OT aA y 2) 


The addition of the Dex line of Ne e hey i 
range of equipment sold in the United pe 


(erie Ret 
nificant increase in senior management ps adminis. Bint 
trative overheads. ‘ 


transmission is on the threshold of pees) eve ii 
tance and that Interscan’s entry into the market is! |( 
timed right to make a significant impact on markets ”) 
in Canada and the United Kingdom with a ‘product | yy 
whose competitive position cannot have any. ‘more f 
positive endorsement than its adoption by the Trans- 
Canada Telephone System. 


The transaction outlined above also sue Ht 
base to Interscan which can be attractive for further — tg Bi 
financing and expansion and the means whereby _ 
Interscan’s interest in its marketing subsidiaries can 
become assets with quoted market values. The shares. f 
_ of GCL trade over the counter in New York. It is” 
planned to proceed with a listing of the shares of 

GCL on the Toronto Stock siti as soon as this 
is appropriate. 


The. Coldstream- Interscan-GCL agreement is com. 
plex but, essentially, provides as follows: 


1. Interscan has sold its European HIMES) to GCL 
in consideration for that number of sharesof GCL 
which will represent 61% of the GCL shares out- 
standing after giving effect to all potential dilu- 
_ tions under outstanding warrants, employee share — 
purchase options and convertible debentures. issued Fy 
by GCL. The number of shares issued by GCL He 
was 1,311,353. These shares, together with a fur- © a 
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Interscan, represent 81.29% of the outstanding - 

GCL shares immediately following the transaction. 
(66% after giving effect to all potential avai 
and the acquisition of the 100,000 shares.) | | 


| 2. In addition, the indebtedness of the Interscan sub- 
sidiaries to Interscan Canada was adjusted to 

_ $1,500,000 from $1,538,000 to be represented by : 
7% secured Demand Debentures. These Deben- 
tures are guaranteed by GCL and GCL has agreed _ 
to purchase $1,000,000 of the Debentures at any 

- time when called upon to do so on the basis of one 
share for each $3 of principal amount of Deben- 
tures sold. Accordingly, by exercising this put, | 
Interscan has the right to acquire a infatcanaal i 

_ 333,333 shares of GCL. AN Veit 


\ 3. The U.K. distributorship rights for Dex equipment se) 
will be owned by a separate Company to be known 
/ as Interscan-Dex Limited which will be 51%- © 

owned by GCL and 49% by Coldstream. He 


4. Gcltsiesin hoe agreed to, from time to time, when 
called upon by the Directors of GCL, advance 

‘directly or indirectly up to $1,600,000 to GCL 
-and up to $1,000, 000 to Interscan- ae 
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_ Since the cost of Interscan’ S investment in its Ne , Ay Nt 
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hs to. ‘rch these. investments was, $2, ae 8 a : 
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| accounts of Coldstream but to > offset. it on » consi 


wat Hi can assets. Nevertheless, you should be aware of 
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“CONSOLIDATED STATEMENT OF 
INCOME | 
} (unaudited) _ 


/ Six Months Ended June 30, 1973 
| with comparative figures for 1972 


HIN AOR ili ORB NTAGT 


tea SPAM pena $1,131,000 $1,179,000 _ 


Operating expenses )i1i, 045 1,018,000 | 985,000 He Ai 


HG from retail opera- 


ope NC Ne aS 113,000 cea 


i ; Equity in net income of ers { mi i 
effectively controlled 
| companies ..... RC date OOO hh eS 000 
TEA Ara 1,600,000 667, 000. 7 
_ Administrative and gen- aaten ie i ) Wit 
Wii enal. EXpPENses i (.1.)!)9,r. 62,000 55,0 000. 

i _ Interest on long-term debt PME AOOO Ns) 1) 19,000 
Other interest, net |... 61,000. 38, 000 
Wumeprectation 0). (000); 19,000 23,000) 


Income before interests of 


- Interests of minority share- 


EARNINGS PER SHARE... $0.48 = $0.23 Me 
NOTE: PACALUNGIRN EE GTR 
Reclassification and Restatement | DUE TENTS) th 


LNRET INCOME FOR THE 


159,000. 135,000 


minority shareholders . 1,441,000 ) 532,000 Tay 
holders in net income At ba aa 
of subsidiaries ....... 34,000 66,000 


PERO Vere ui $1,407,000 $ 466,000 


Certain figures have been reclassified and/or Hestated Hive 
on the basis of 1973 consolidated financial statement KONE 
presentation. In particular, earnings for 1972 have been © i 
restated to show the Company’s equity eho igael ‘in the maakt 
aatitsintih of International Moet Paes Limited. Hy 


Coldstream Mines Limited 
CONSOLIDATED STATEMENT OF 
SOURCE AND APLICATION 


OF FUNDS 
(unaudited ) 


-Six Months Ended June 30, 1973. 


with comparative figures for 1972 — 


SOURCE OF FUNDS 


Income before inter- 
ests of minority 
shareholders 
Items not involving 
current funds 
Depreciation 
Equity in net income 
_ of effectively con- 
trolled companies 


Dividend received 
from International 


Mogul Mines 
Limited) hosing 
Issue of common 
(UPESDAFES LAM UIE 
Bank Joan)! iis 


APPLICATION OF FUNDS 


Increase in advances to 
subsidiary, not con- 
solidated 


Investment in other 


shares 
Dividend paid by sub- 
sidiary company to 
minority shareholder 


Purchase of fixed as- 


sets 
Reduction of long-term 
debt — 
Deferred exploration 
and development .. 


Increase (decrease) in. 


working capital posi- 
tion 


1 Working capital defici- _ 
--ency at beginning of 


period 


Working capital defici- 
, aaa at ahi of pence 


1973 


1973). 00 


$1,441,000 $ 532,000 


Milan Nf! 


19,000 23,000 


ge 
ef ‘ 


(1,487,000) (473,000) 
(27,000) 82,000 
124,000 
150,000 
250,000 He, 
497,000 82,000 
83,000 39,000 
97,000 
20,000 =. 20,000 
3,000 12,000 
60,000 81,000 
25,000 
166,000 — 274,000 
331,000 (192,000) 
2,634,000 2,462,000 


$2,303,000 $2,654,000 
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Directors and Officers 


ANNUAL MEETING 


The Annual Meeting of 

Coldstream Mines Limited 

will be held on Thursday, June 27, 

1974 at 2:30 p.m. in Committee Room No. 4, 
11th Floor, 11 Adelaide Street West, 
Toronto, Ontario. 


Directors’ Report to Shareholders 


Your Directors are pleased to present your Company’s Annual Report for the year 1973. 


Consolidated net income of your Company for 1973 amounted to $2,825,000 or $1.07 per share. This is 
before net extraordinary losses of $548,000, or $0.21 per share. In 1972 consolidated net income, before 
an extraordinary gain of $53,000 or $0.03 per share was $1,177,000 or $0.58 per share. 


You will notice that the 1972 and 1973 figures which appear on the financial statements are significantly 
different. This is due to the inclusion in the 1973 figures of the consolidated statement of Interscan 
Limited and GCL Graphic Communications Limited. Your Company acquired control of GCL through the 
sale to GCL of the European operation of Interscan Limited. 


The Company now has three major investments: International Mogul Mines Limited, GCL Graphic Com- 
munications Limited, and City Associated Enterprises Limited. To provide you with information concerning 
these companies, we have included in this Report excerpts from the published Annual Reports of Inter- 
national Mogul and GCL, as well as the consolidated financial statements of International Mogul and GCL, 
and general comments on City Associated. 


International Mogul had its best year ever and the ore reserves of Mogul of Ireland were extended. Although 
City Associated made a profit, it was disappointingly low and steps have already been taken to increase 
the 1974 profits and cash flow through reductions in inventory and overheads. It is apparent that the re- 
covery of the Bahamas to Its former economic position will be slow. GCL Graphic Communications Limited 
is a strong marketing company in the communications field and is now operating profitably. The present 
backlog of orders in the United Kingdom and Continental Europe indicate a successful and profitable1974. 


Your Company is fortunate in the calibre of management and staff operating the companies effectively 
controlled by Coldstream. We remain confident in the future of your Company. 


On behalf of the Board of Directors, 


LEZ Yass Tad 


Chairman of the Board. President. 


Toronto, Ontario, 
May 27, 1974. 
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COLDSTREAM MINES LIMITED 


(Incorporated under the laws of Ontario) 
and subsidiary companies 


Consolidated Balance Sheet 


December 31, 1973 
(with comparative figures at December 31, 1972) 


Assets ; 1973 


CURRENT ASSETS 


Cash and short-term deposits.......... rE Te ene etme ee $ 1,063,000 
Accounts receivables... c>.'x.: scaly dk cccle Gleetee ee te nam neame re tee ta tee ae 5,516,000 
Inventories, at lower of cost and replacement value............... 2,538,000 
9,117,000 

INVES. TMENZTES sGrmiote! 25). acto. Scien te cee eine om oa 17,510,000 
FIXED ASSETS “(MOG Ss. yee re eo le ce 1,719,000 
MINING PROPERTIES AND DEFERRED EXPLORATION, at cost...... 779,000 
OTHER-ASSETS, atiCOSt Soc: wevesstan aun ae a teee een ane ee ee 231,000 
GOODWIEL mete Tye ee se oy cree Ree 4,823,000 


$34,179,000 


Approved by the Board: 
“D. W. Knight’, Director 
“R. D. Bell”, Director 


1972 


$ 159,000 
858,000 


1,017,000 
14,787,000 


384,000 
830,000 


2,176,000 


_ $19,194,000 


Liabilities — 1973 1972 


CURRENT LIABILITIES 


Baniksagivances, Secured sumOte 4) yi ios won. kes cts wt Sines ot ah $ 7,479,000 $ 2,441,000 
Accounts payable and accrued liabilities PRM RRL Peis Pe Wace Nite 3,713,000 1,041,000 
Current Horion. OF lONnG=(ernt debt. 20 bu. F sore ied Sue Se ee we 222,000 169,000 
11,414,000 3,651,000 

MOI GRACE IN ise ets eK NOL) Ose rin Moe Mem trey 2d ANG Gr, ee Bre la ae oh wah 1,752,000 
iNVERESIS OR MINORITY: SHAREHOLDERS (note 6). .:...s..02 6.0 1,378,000 783,000 


Shareholders’ Equity 
CAPITAL STOCK 
Authorized — 5,000,000 shares without par value 
Issued ay Oe COO SIAteSt (MOLT) pa mere ae tee Blut ite & NR es bee eat 15,094,000 12,302,000 
BSW INGE © CEAIINAING © scram tian gua item, We Cea rca hcl. ais 4,541,000 2,458,000 
19,635,000 14,760,000 
$34,179,000 $19,194,000 


Auditors’ Report 


To the Shareholders of COLDSTREAM MINES LIMITED. 


We have examined the consolidated balance sheet of Coldstream Mines Limited and its subsidiary com- 
panies as at December 31, 1973 and the consolidated statements of income and retained earnings and 
changes in financial position for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we con- 
sidered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies 
as at December 31, 1973 and the results of their operations and changes in their financial position for the 
year then ended, in accordance with generally accepted accounting principles applied on a basis consis- 
tent with that of the preceding year. 


Toronto, Canada PEROT ENE ford Be 


February 28, 1974 Chartered Accountants. 


COLDSTREAM MINES LIMITED 


and subsidiary companies 


Consolidated Statement of Income and Retained Earnings 


Year ended December 31, 1973 
(with comparative figures for 1972) 


REVENUE 


Sales *rental- maintenance and othierincoOimiess cm se cree 


EXPENSES 


Cost of sales, supplies, maintenance, selling 


general-ang administrative expenSes..7.< .--. ce teeneerres Si tee 


Depreciation and amortization (note 3) 


Interest-on: tongeternmdebts. 2.4. vi Same cee oe se eee eee eee mee 


Deferred exploration on oil and gas property abandonded.......... 


Equity in income before extraordinary items of International Mogul 


Mines: Eimited Gmoter2 uk). ci elec Gch; oe pekewe to ise ea eee ei 


Income before interests of minority shareholders, 
income taxes and extraordinary items 


INtereSTSVOT MINONi ShanehOlGeNs 5. ener cas eon ected eee nce en 


Income taxes 


INCOME BEEG@REDEXT RAO RDNA TENS wan isne mete staan ae 


Extraordinary: Items (M@LSrS ieee ra cepeemge eereermen oe reuen. Bg PPLE ROR ae 


Equity in preference share issue expense and prior years’ income taxes 
adjustment of International Mogul Mines Limited (note 2) 


RETAINEDSEARNINGS A TEEN DIOR SEA Ih tee vance eee ter eiyen nani 


EARNINGS PER SHARE 


Before extraordinary items 


Net ineome:fOrihe Veat. 0 a0 sa mee mantra een altar Wan Gente eee eae 


wo tae- tol, ot ais, we stale seg fer el lad oes fede Mieco ne tia) a, leo need by! 


s: ti ie tes Calf =) gee eke, be" indte) ve aka ele) le]. ot (we velite emus) ie) Mie) ce) snl ol el lel /eise) Nelda) wl inal wee lie pie! lellia iil te 


<t is* jajce, feouip! vay sii cete ie) prey ie) fv. ce)) ie) ce: saute? Wee ee cette) Melee Ge) (se) any he 


1973 


1972 


———= 


$10,563,000 ($ 2,464,000 


9,875,000 
208,000 
91,000 


54,000 
10,228,000 
335,000 


2,889,000 


3,224,000 
133,000 
3,091,000 
266,000 


2,447,000 
46,000 
24,000 


2,517,000 
(53,000) 


1,360,000 
1,307,000 

130,000 
1,177,000 


(548,000 


2,277,000 
2,458,000 
4,735,000 


194,000 


$ 4,541,000 


) 53,000 
v 

iv 1,230,000 

1,228,000 

2,458,000 


$ 2,458,000 
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COLDSTREAM MINES LIMITED gj 


and subsidiary companies 


Consolidated Statement of Changes in Financial Position 


Year ended December 31, 1973 
(with comparative figures for 1972) 


1973 1972 
SOURCES OF WORKING CAPITAL 
From operations 
ING MIMICOLMETOMENCW COs ttiten trae oe cui loan asthe she Meet be a ole $ 2,277,000" S$ 1,230,000 
Items not Involving the use of working capital 
DomrcelanonancramOniZanlOnitwunn ures he kain Se ey sae eee ee ~ 208,000 46,000 
Write-down of investments in other shares 
roxestimated, net realizable values a. sav sade wha «olan dace wn 150,000 
Deferred exploration on oil and gas property abandoned.......... 54,000 
Nei. interests, of minority shareholders. 4.0 03). ¢a.44. 26 o.+...2 3. 84,000 130,000 
Equity in net income of International Mogul Mines Limited........ (2,182,000) (1,413,000) 
GHGS Ge ees oe BD eer ts ONAN ke cee Te (17,000) 
591,000 (24,000) 
Slane Capital ISSUCE MOL: 7 )itncse wt ere aearic eS iad Nene oO 2,792,000 
Issue of shares of Interscan Limited to a minority 
SARC OIC eG arenas Mert Senate ot cea eee see oe ed cde een e een ho os 225,000 
WMekeaseally 1OMG=teNii GED tau. 4, tes Beate eres ent ures Bin Sh cilang te 724,000 
Dividends received from International Mogul Mines Limited......... 249,000 
(Oi (2) ees Reet te aed ee ier Oa Sige aa, Za, 6A gl hue ER ch tal eC 22,000 
COSt-O1INVeESIMeENL SOIC .t, te a ee a ee ORL aiy de iia: ai tks ay 281,000 
4,603,000 257,000 


APPLICATIONS OF WORKING CAPITAL 


Cost of additional investment in International Mogul 
Wie S; CIMAILOC sneer aint tn eer ae Uae ate MPN wees ace eran De ty ese ioet. 2,642,000 


Cost of acquisition of Interscan Limited and its 
subsidiaries adjusted for working capital deficiency 


of $87 1,000.at effective date of acquisition... .2 Wa... B& «2.4... 901,000 
FIXOCMASS CTS 5-15 SIM ale Pn eer ea bees. eG "ices saa WAT Oe une 421,000 32,000 

OTH CRASSCIST AN tart m en Renee, op re a SV amet Comet tek. ey aries 199,000 
Dividend paid by subsidiary to minority shareholder............... 40,000 72,000 
Reduction hslong=tennned Cb tebe oe ey) Coe tre Sueno ah ee fale ale 31,000 169,000 
lavesimentinsether sharessandiadvanicess sta. oe te hee. Ge 26,000 140,000 
Oye VAR eX prey Ra es i ih a GIA REPT) PSC en oe AT Oe 6,000 109,000 
4,266,000 522,000 
Increase (decrease) in working capital position. ................... 337,000 (265,000) 
-Working capital deficiency at beginning of year..................-. 2,634,000 2,369,000 
WORKINGECAPITAL DERICIENCY, Ala END -OPRSYEAR etn) 42. hae $ 2,297,000 $ 2,634,000 


COLDSTREAM MINES LIMITED 


and subsidiary companies 


Notes to Consolidated Financial Statements 
December 31, 1973 


1. Basis of Consolidation 


(a) Subsidiaries Consolidated 

The consolidated statements include all of the Company's subsidiaries, the principal ones being: 
Stream Bahamas Limited 100% owned 
Interscan Limited 72.7% owned 


(b) Foreign currency translation 

In the accompanying financial statements, current assets, current liabilities and long-term debt have been 
translated at the prevailing rates of exchange as at December 31, 1973 and 1972 respectively. Other 
assets have generally been translated at the average rate of exchange for the years in which they were 
acquired. Income and expense items have been translated at the average rate of exchange during each 
year, except that depreciation and amortization are translated at the same rates as related assets. 


(c) Stream Bahamas Limited 
Stream Bahamas owns 67% of City Associated Enterprises Limited which in turn owns 75% of Spotless 
Cleaners Limited. 


(d) /nterscan Limited 
On June 29, 1973 the Company signed an agreement with Interscan Limited (Interscan) and GCL 
Graphic Communications Limited (GCL) which provided that: 


1) GCL issue 1,311,353 shares to Interscan representing a 61% fully diluted interest in GCL 


2) GCL acquire all of the issued and outstanding shares of the following companies (Interscan 
Group) from Interscan: 


Intercontinental Data Systems Limited 
Interscan Data Systems, A.G., ZUG 
Been Data Systems (U.K.) Limited 
Interscan GmbH 


3) GCL guarantee a $1,500,000 7% debt of the Interscan Group of which $1,000,000 may be 
converted into shares of GCL at $3 per share. 


4) The Company provide, directly and indirectly, financing up to $1,600,000 for the Canadian 
operations of GCL and up to $1,000,000 for the United Kingdom operations of Interscan-Dex 
Limited a company owned 51% by GCL and 49% by the Company. 


As a result of the above transaction and a further purchase of 100,000 shares, Interscan acquired an 81.3% 
interest in GCL and retained an 81.3% equity interest in the Interscan Group, previously wholly owned. 


In addition to the financing being provided to GCL, the Company agreed on March 26, 1973 to provide 
Interscan and/or the Interscan Group of Companies with financial support. Since the amount of such 
financial support at December 31, 1973 exceeds the aggregate amount agreed upon, negotiations are 
in progress to complete a new financing agreement. 
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(e) Goodwill 


Goodwill represents the excess of cost of subsidiaries over book values on effective dates of acquisition 
as follows: 


RaaiiabestiOSIGlaneS sees hte nt wy 1h ant Eta eee ek, be, $2,176,000 


inerscan Limitedrand its subsidianiese +:..0 .cn cans Ges sees c sc. ew es 2,647,000 


$4,823,000 


Interscan Limited, GCL Graphic Communications Limited and subsidiary companies are included in the 
accounts effective June 30, 1973. Details of the acquisitions which were accounted for on a PES 
basis are as follows: 


Consideration 


Snareeapitaléofelntersean«Limitedisstied =. ws saaeee 2 8 eee es ee ee $ 225,000 
GaSe ness mie et Sted Ae I EN on NN Te ee Ne ee POLE cn phage ei otk Eee Oe ae 30,000 
Cost of original investment in Interscan Limited....................000- 422,000 
; 677,000 

Excess of liabilities over book value of assets acquired, 
AGEITOCIIVE:CaLerOmaCdUlsitlOn a. 4 ytet. 1 ote Sole eel ue ee ee 1,970,000 
GOON Mavncre Bae crate etp nt Cae ee ere ny tyes eee, Ce er sive, eS eh A oe $2,647,000 


2. Investments 
Investments are as follows: 


1973 1972 
Intermational: Vrogul MinessLimited .. 22.8... 6. e!sea sn ok $17,285,000 $12,903,000 
Other shares and advances at lower of cost 
Ormnenrealizable.valuie ahgs <2 ee SP 225,000 349,000 


Subsidiaries not consolidated, at.cOSt. | as. a0. -.0.0.s 425: 1,535,000 
$17,510,000 $14,787,000 


International Mogul Mines Limited — effectively controlled company 

The investment in International Mogul represents a 38.2% interest in the issued common shares of that 
company (1972, 30.7% interest). This investment has a carrying value on an equity accounting basis of 
$17,285,000 (1972, $12,903,000) and had a quoted market value of $8,711,000 and $10,318,000 as at 
December 31, 1973 and 1972 respectively. 

In 1972 the Company commenced accounting for this investment on an equity basis and the Company’s 
share of net income of International Mogul for 1973 amounting to $2,182,000 (1972, $1,413,000) has 
been included on the consolidated statement of income and a like amount has been added to the carrying 
value of the investment. 

The carrying value of the investment exceeds the underlying equity in the net book value of that company 
by approximately $3,000,000 at December 31, 1973 ($2,900,000 December 31, 1972). The Company is 
continuing to carry this excess in the value of the investment, as management is of the opinion, that the 
value of International Mogul is greater than that indicated by the underlying equity in its net book value. 


3. Fixed Assets 


(a) Summary 1973 1972 
In the Bahama Islands, at cost 
Buildings, equipment and leasehold improvements. ...... $ 625,000 $ 607,000 


In Canada, at cost 
Graphic communication equipment, office equipment 
and leasehold improvements: oi. ana. ale ees 1,219,000 
In Europe, at cost 
Graphic communication equipment, computer 
input equipment, automotive equipment 


ANC GMICEVCGUNDIMNGNE . unc 4 cn sae ele thant «thes eure 612,000 
2,456,000 607,000 
Resssaccumetrarearvaepreciationa ae tee ears ets seen ees 737,000 223,000 


$ 1,719,000 $ 384,000 


(6) Depreciation Policy 
These assets are being depreciated on a straight line basis at the following rates: 


BOLL Ce | ele oe eee PE ere ne Sey ty orks agi a ME 272% 
Leasehold improvements: acs tie senty oo toc oe erties 10% to 20% 
Eo (UT 8) eats (| een eae me eater meaner ge ete RE Nien Me NE gy ca ee ea ee 624% to 331% 


4. Bank Advances 


The bank advances, and long-term debt except where noted, are secured by a pledge of substantially all 
of the accounts receivable, inventories, investments and fixed assets of the Company and its subsidiaries. 


5. Long-Term Debt 


Long-term debt consists of: 1973 1972 
BaniklOan, Maturing Ineo 76 ae Ae eek a ee eee eee $ 290,000 
E@anstrom: associated companless-ci.e es ae eee ee 17565000 
7% notes payable, unsecured, maturing in1975.......... 99,000 
BIA Dank loans vi 400s uo ie ee ae ee eee - $ 134,000 
6 2% DFOMISSOry NOLES... <20 Gees ene me ae ee eer ee ey 35,000 
1,974,000 169,000 
Less current portion included in current liabilities........... 222,000 169,000 
$ 1,752,000 nil 


Interest on the bank loan and loans from associated companies is based on the Euro-dollar six month 
rates to be adjusted semi-annually. 


6. Interests of Minority Shareholders 


1973 1972 
Minority interests are attributable to the minority shareholders of: \ 
City Associated: Enterprises. EitiiteG eikeice tee eee ene ee $674,000 - $7" 7138000 
Spotless:Cleamers: Limited 3... 45 pene caer Seren er 72,000 65,000 
GCE Graphic: Communications Limited sateen eee 632,000 


91,878,000." *S- 7 7G3,000 


7. Capital Stock 


No. of shares Consideration 


Balancerat beginning OF. Veais aaacaset nee eee ee ee 2,020,412 --$12,302,000 
Issued for Cash's & x x5 fies bk tes eee een 50,000 150,000 
Issued to acquire additional 7.5% interest in common 

shares of International Mogul Mines Limited............ 852,883 2,642,000 
Balancexat, 6nd: OF Year. <<. en ee ee ee ea 2,923,295 $15,094,000 


8. Extraordinary Items 

f OWS 972 
Equity in extraordinary income (losses) of 

f International Mogul. Mines Eimited a3 6 oe 1 $: (707,000) “Sa +53,000 


Write-down of investments in other shares to estimated 
net realizable value, less interests of minority 


Shanenolders*OTaS49 O00 le) 6 a) aan) ain eee ee eer (101,000) 
Income tax reductions arising from 
application Ottosses Of POM Vears...5— seer eee ea ene 260,000 
As shown on consolidated statement of income........... $ (548,000) $ 53,000 
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INTERNATIONAL MOGUL MINES LIMITED 


Excerpts from 1973 Annual Report — with 
Consolidated Financial Statements 


The Year at a Glance ; 
1973 1972 


DC MMIDICO RING Wey Aen oe, der iar te Si ga te etn ees Cae ne aS: | he $ 6,017,000 $ 4,604,000 
Common shares issued and outstanding. ...............:.-+ +m 2,608,097 2,607,112 
PAEGIIE Mer COMMNION SHANG cio ee oe Fe ke oe eee $2.22 S177 
Cashreamings percommon sharevs £56 Se es ee $2.93 $2.45 
Proven and indicated in place ore reserves (tons).............. 9,319,000 8,420,000 
Ce CikaCOh=— ZINC Orel te ek er Ree, ans eee ei ee De ae hie 9 feats 6.48 VA9)5) 
cat (5) 210 By Ay aA eyed CREO eo eee EO IR fe rar eee 2.76 2s 
GammonySharenolders -Cquit\s oC cthaers acckearic edhe bart Shaya eka $37,267,000 $32,586,000 
CC OMMMONTSITARG ace hams ches IM ABI er Gee Avra cy, $14.29 i200) 


“Consolidated net income for the year amounted to $7,867,000 or $2.93 per common share. This is before 
extraordinary losses of $1,850,000, or $0.71 per common share. In 1972, consolidated net income, before 
extraordinary items, was $4,431,000 or $1.70 per share. Income from extraordinary items in 1972 was 
$173,000 or 7¢ per share. 


1973 was clearly a most significant year for your Company. It earned the highest profits ever, received the 
first dividends from Mogul of Ireland Limited, began a major entry into gas exploration and production in 
the U.S.A. and added approximately two years of life to the mine in Ireland by the discovery of additional 
ore reserves. We have gone some way towards achieving our objective of developing a solid earnings base 
to provide us with the continuing cash flow to sustain the already expanded programme of exploration and 
acquisitions in the mineral and oil and gas areas. 


Revenue of Mogul of Ireland, a 75%-owned subsidiary, was again at a record level primarily because of the 
increased zinc and lead prices which were offset somewhat by increased costs. Net profit for the year of 
Mogul of Ireland was $9,913,000 compared to $6,109,000 the previous year. A dividend policy was 
adopted during the year and your Company received approximately $6,725,000 from this source during 
WO7S: 


One of the most.encouraging aspects of the Irish operation has been the success of the drilling programme 
aimed at increasing our ore reserves. During 1973 the reserves increased by just over 1,800,000 tons to 
effectively add almost two years to the life of the mine. Exploration drilling is continuing in the vicinity of 
the mine to further increase ore reserves. 


Your management was shocked by the announcement last September that the Irish government intended 
to take away the 20-year tax exemption from existing mining companies as of April 6th, 1974. Representa- 
tions have been made to the Government and meetings held with the Minister of Finance. 


A Bill has very recently been introduced by the Minister of Finance which would remove the tax exemption. 
Although accelerated capital cost allowances will be allowed for the unamortized portion of those costs, 
no additional taxation relief is offered in the Bill for existing producing mines. In fact, new mines will be 
treated more generously in regard to capital cost allowances than Mogul of Ireland will be, in the future. 
Although the Minister of Finance has given assurances that the taxes will only be applicable to profits 
earned subsequent to April 6, 1974 the peculiarities of the Irish tax system and the wording of the Bill as 
presently drafted would have the effect of levying a tax based on 1973 profits. However, we understand 
that the Minister has now acknowledged that an election will be available to mining companies to ensure 
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that no taxes will be payable on profits prior to April 6, 1974. A recent White Paper setting out proposed 
changes in general corporate taxation confuses the matter further and, technically, can be interpreted as 
permitting the double taxation of 1974 profits. As you can see, at this point in time, we are not in a position 
to advise you in any intelligent way as to the tax consequences in Ireland for 1974. This position is presently 
being clarified and representations are continuing to attempt to have the Government recognize the need 
for continuing and significant incentives for the mining industry. The taxes will be at an effective rate of 
approximately 50 per cent and will, of course, have a material impact on the future profits of Mogul of 
lreland Limited. 


We have continued to increase our percentage ownership in the Pine Vale Group of Companies in 
Australia. The present Government in that country has created uncertainty with regard to mineral, oil and 
gas exploration and production and has announced certain policies which have discouraged many 
companies from aggressively exploring in Australia. This, of course, has had the effect of depressing share 
prices of natural resource companies. However, the Pine Vale Group of Companies continues to be strong 
financially and is taking the opportunity of the lull in general exploration activity to step up its programme 
of property acquisitions and plans to be in an advantageous position to obtain financing and partners on 
a farm-out basis when conditions improve. 


Since our initial investment in the nucleus of the Pine Vale Group in late 1971, we have built up an organiza- 
tion in Australia of over 50 people with the funds and expertise to make a very worthwhile contribution to 
the overall efforts of your Company to find and develop natural resources. 


You will notice in the Consolidated Statement of Income and the Supplementary Financial Information 
that very substantial increases have taken place in the amounts of exploration expenditures in the Mogul 
Group. We are hopeful that this increased activity will eventually bear fruit. 


In late 1973 your Company became actively engaged in the acquisition of gas production and royalties 
and in oil and gas exploration in the United States of America, mainly in the State of Texas. In addition, 
your Company indirectly pursued similar interest through its assistance in the financing of Mindamar 
Energy Resources Limited and the acquisition of about 22% of the issued capital of that company. 


Further royalty interests have been acquired in 1974 and additional exploration opportunities have been 
taken up. 


Certain royalty interests in Hemphill County, Texas which were purchased during 1973 and early 1974 
for $2,145,000 are now considered to be of a value substantially less than the purchase price. The invest- 
ment decision was based on representations made by the vendor to the Company and to reputable con- 
sultants retained by the Company. Recent investigations indicate that these representations were false. 
We are advised by counsel that on the basis of these representations, we have sound grounds for a claim 
to recover the investment from the vendor. Negotiations are presently continuing to settle this matter. 


A major disappointment in early 1974 was the conclusion that the interests of your Company would be 
best served by the sale of the long-standing investment in The Grand Bahama Development Company, 
Limited. — — — — — However, we reluctantly had to accept the fact that unless we sold now at a 
modest loss, there was a good possibility that we would see no return on the investment in the foreseeable 
future. We believe that we can employ the proceeds from this sale much more effectively.” 


Mogul of Ireland Limited 


“Operations in 1973 at your Company’s 75% owned operating subsidiary, Mogul of Ireland Limited, 
provided close to the normal annual production rate being only slightly affected by mechanical problems 
experienced during mid year and reduced production during the summer vacation period. Operating profit 
amounted to $11,719,000. After deduction of interest, royalties, depreciation and amortization charges, 
the net profit realized was $9,913,000. 


Exploration 


During the year 70 surface diamond drill holes were completed comprising 32,547 feet. The 1973 drilling 
programme utilized an average of 3 machines with work being concentrated in the “B”, “’C’’ and “’K’’ zones 
as Well as in the Valley area. No surface drilling was done on the “S” zone. An underground drive is heading 
towards this zone and underground drilling is expected to commence about mid 1974. 


Drilling on the down dip extension of the “’B’” zone has added significantly to ore reserves with further 
potential still to be tested. Drilling in the Valley area has indicated several mineralized zones which require 
further drilling to evaluate fully. While additional ore potential has been indicated in the ‘’K” zone, the 
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nature of this deposit is such that considerably more detailed drilling will be required, both from surface 
and underground, to assess its overall potential. Results of drilling to date on the “C’’ zone have been of 
minor significance. 


Ore Reserves 


Total ore reserves in all classifications including dilution at year end were 9,319,000 tons grading 2.76% 
lead and 6.48% zinc, with silver in the order of one half ounce per ton. Reserves of the ’B’”’ zone are based 
on an independent evaluation by the consulting firm of James & Buffam. After the milling of 917,400 
tons, ore reserves at year end showed an increase of 899,000 tons. A total of 1,816,400 tons of new ore 
was added to reserves during the year. Details of ore reserves are as follows: 


Ore Body Tons % Lead % Zinc 
OOS Ge LOMO nae cia, at's se ae ae eee 4,238,000 1.89 7.99 
OVC ne ZOnGeeune sa oe 2 iid hee es 1,012,000 8:00 4.31 
Biota ZONe 4) oN eee eee 5,250,000 Delf F220 
ONS 86) Oe en ao) = a 3,962,000 3.56 5.30 
Ondine Gumand. Bu: ZOMCSh 4 Fo 54 oh 4 a es 9,212,000 Die 6.45 


BORON ca Meola ge oe 107,000 Tage) 8.80 


CPGUREL ARCs ae ae a 9,319,000 TAKS 6.48 


Australian Operations 


Australia — Pine Vale Group 

“During 1973 and subsequent to the year end the Company purchased additional shares of Pine Vale Mines 
Limited and now holds 62.1% of the issued shares. In turn, Pine Vale owns 55% of the issued shares of 
Beaver Exploration Australia N.L., 63.1% of the issued shares of Otter Exploration N.L. and 50.6% of the 
issued shares of Parkland & Properties Limited. Pine Vale is currently making a take-over offer to the other 
shareholders of Parkland. These Australian companies are collectively referred to as the “Pine Vale Group”. 
Pine Vale Mines is principally a holding company while Beaver and Otter explore respectively for oil and 
gas and minerals. Parkland & Properties owns and operates a chain of caravan parks and engages in real 
estate development. 


At the year end the Pine Vale Group had working capital, including marketable securities at market value, 
of $8,215,000 and long term debt of $2,204,000. 


Woodside-Burmah Oil N.L. 
Additional shares of Woodside-Burmah were purchased by the Pine Vale Group during the year. At the 
year end the Pine Vale Group’s total holding exceeded 2.3 million fully paid and contributing shares with 
a market value of $5,281,000. 


During 1973 Woodside-Burmah, utilizing up to four rigs, drilled thirteen wells on its off-shore oil and gas 
exploration concessions on the North West Shelf of Australia. Of these, three were step out wells in the 
Goodwin and Angel Fields, both of which have been proved as commercial fields. Three new oil discoveries 
were made and, although none of these indicated the presence of large oil reserves, they further confirmed 
the potential of the area for major oil discoveries in the future. In February, 1974 Woodside-Burmah an- 
nounced that the first step had been taken towards obtaining production licenses in the North Rankin, 
Goodwin and Angel gas condensate fields. Revised total recoverable gas reserves for this Rankin Trend 
are now stated as 18 trillion cubic feet. During the first part of 1974 three wells have been completed, one 
of which produced a small non-commercial flow of oil. Another three wells are currently drilling, one of 
which has reported hydrocarbon shows. 


Exploration 

In 1973, more than $3,400,000 was expended by International Mogul and its subsidiaries in a world-wide 
search for minerals and oil and gas. Exploration activities were carried on in Australia, Canada, Greenland, 
Republic of Ireland, Italy, New Zealand, Papua, Portugal, Spain and the United States. Major programmes 
are continuing and new programmes are now in progress or planned. ” 
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INTERNATIONAL MOGUL MINES LIMITED 


(Incorporated under the laws of Ontario) 


Consolidated Balance Sheet 


December 31, 1973 
(with comparative figures at December 31, 1972) 


Assets 


CURRENT ASSETS 


Cashand short-term: deposits: a 2a ne ee 
Accounts recetvabler , Seta ranean ne ene een ee ee 


Investment in The Grand Bahama Development Company, Limited, 
atv netirealizable value (motegl 4) sce eee tear eae ee ee 


Concentrates on hand and in process of settlement, at net 


realizable; Value: 3 ake a nck occ See eo ee ae re ee 


Marketable securities (note 2) (quoted market 


Values! 97 32-S6,507 0001.97 2:59:7:82,000) ae eae meee ene 
IAVENTONICS; “al .COSUZ <2 aiccc cee Gres eee mare rene 
Prepaid-expensesand deposits 2s weneen tae ee ee 


INVESTMENTS (note 2) 
Shares with quoted market value 


(quoted market value 1973, $10,983,000; 1972, $8,447,000)...... 
Shares without quoted market value and advances............... 


FIXED: ASSETS (note). isa ties eee tie re Ae eee 
INTERESHS IN GAS "PRODUCTION { Motes) an os crass ener 


PROPERTY INTERESTS and DEFERRED EXPLORATION (note 5) 


NAIULIRG oe 2 ine, OE SSeS Oe ee ioe, AR pa 8 i ee ere 


DEFERRED PREPRODUCTION EXPENDITURES 


and other charges, amortized value (note 3).................... 


Approved by the Board: 
“D. W. Knight”, Director 
“R. D. Bell,” Director 
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1973 


$ 4,011,000 
2,075,000 


4,398,000 
4,127,000 


6,635,000 
1,464,000 
460,000 
23,170,000 


11,110,000 
3,812,000 
14,922,000 


13,966,000 
3,835,000 


5,027,000 
703,000 


5,730,000 


5,587,000 
$67,210,000 


1972 


$ 5,032,000 
1,980,000 


2,569,000 


6,072,000 
1,457,000 
201,000 


17,311,000 


9,881,000 
3,311,000 


13,192,000 
\ 141,749,000 


3,422,000 
986,000 
4,408,000 


6,107,000 
$52,767,000 


Liabilities 1973 1972 


CURRENT LIABILITIES 


Bankwoam,secured by certain investments. «4, o.6 cele n se ce $ 4,520,000 $ 3,662,000 
SUG SHOAN CIO Cteanic tn. fat oa ty ar! ae GN ae, Menor te 416,000 
Accounts payable and accrued liabilities... .42. . 7... ee sk 3,558,000 2,519,000 
FSG USSSA OPENS (San ke ak et Rn Se Rr ge Sh oe gE I 383,000 410,000 
MPCOMNeAXGSHOAVGDIC. doc ee er Aa ek eee ee ee ee 273,000 157,000 
Cunmemeponion-onlong-term debt. 22 (Ole .k 22.2. 2. oo. 2,129,000 190,000 
11,279,000 6,938,000 
LOUNGE" BLE SNAG BIE] Si “(aC a0 ae ne en 2,263,000 929,000 
IWemneoro OF NINORIMY SHAREHOLDERS (note 8)... 2... ....% 10,547,000 12,314,000 


Shareholders’ Equity 


CAPA ot OCKi(motes 9 andi10).. 2.2... 2 oe ike MME Fain 16,924,000 11,061,000 
CO Wie TED Tonite EO sMOterO) 1): side 5 cna eta Aaa = ote Seek 2,069,000 2,028,000 
PE VAINPOGEARININGS xt tect ae. tat x ARR RecN Role Se LA 24,128,000 19,497,000 


43,121,000 32,586,000 
$67,210,000 $52,767,000 


Subsequent Events (note 14) 
Auditors’ Report 


To the Shareholders of INTERNATIONAL MOGUL MINES LIMITED 


We have examined the consolidated balance sheet of International Mogul Mines Limited and its subsidiaries 
as at December 31, 1973 and the consolidated statements of income, retained earnings and changes in 
financial position for the year then ended. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered neces- 
sary in the circumstances. 

In our opinion these consolidated financial statements present fairly the financial position of the com- 
panies as at December 31, 1973 and the results of their operations and the changes in their financial 
position for the year then ended, in accordance with generally accepted accounting principles applied 


on a basis consistent with that of the preceding year. 
ee ee g Oo. 


Toronto, Canada Chartered Accountants 
February 28, 1974 
(April 29, 1974 as to notes 4 and 6) 


INTERNATIONAL MOGUL MINES LIMITED 


Consolidated Statement of Income 


Year ended December 31, 1973 
(with comparative figures for 1972) 


REVENUE 
Produetion of concentrates’. «. - sact.iecsseren cy a oe eerie nee 
Sale of manufactured goods and serviceS...............0.0200005 


EXPENSES 

Costoconcentrate OroGductiOn..\..7 ost oe ne 
Coston manufactured goods sold and:servicesz.4 4. sue.) ie eee 
Depreciation, depletion and amortization (note 3)................ 
RO Vat EXDEMSC Ry Se Oo. cst. wlhdc. etn eG Eee lle eck ee ee 
Admunistrativerandugeneral expense... 5... .- seen ce ae eee 
Interestionlomaetenm, debts os 5. pions Deeee oak eee re 
Exploration and Oro perty maintenance: <0.) 4 cee eee eres eer 
Exploration expenditures and related costs on properties 

SD AMCOMeG! ches, Nene aa ely gee ter, tried ine ela SA ne Ro 


OTHER INCOME (NET) 
NEES Sa 4 ai acon ae width es, Lt eae | 
GainlLonscumency WevaluationS 55/2 ...cc0-5 eet a tees eee eee nee 
Gain on investments, marketable securities and fixed assets......... 


Income: taxess(mote C)5.6. tian 2 ie ORG een ed nt whan een eo 
Income before interests of minority shareholders and extra- 

OFCUNAT VALE Son ae ate Rare bie are ee eee Os ike ee ae 
Interests of minority shareholders in net income of subsidiaries........ 
INCOME BEFORE EXTRAORDINARY SITEMS 305 cathe eee 
Extraordinary iterms (nts ei Vaasa meet, oars ie ce ce Reve alee tn 


NETINGOMESFOR PEE NibARi et: ss cgie uti Went L0e ie ene neuen a 


EARNINGS PER COMMON SHARE (after preference share dividends) 
Before extraordinany WenlS--< 9. pec ene cis ene eee 
Net income: forthesvedr.. | ee sree eee rept © ne ree am heer 
Fully diluted earnings per share (note 12) 


Consolidated Statement of Retained Earnings 


Year ended December 31, 1973 
(with comparative figures for 1972) 


Retained earnings at beginning of yearee oo. . 7 20. 82. 8a. oe 
INGESIMICONTC FOTOS VC: Gen craledruntetern OrdN ek en mers vher & ieee: Cae rae Ber ee 


Deduct 
Dividends 
CORNMMOM SMa eSacenia: he ate a cues te ee ee ed tiene a Seperate teeta 
Preferences Manes ics contin LR Nara od eo elaliens, ecko nae ehae a eee os 
Prior vearsnincomertaxes) (MO G)ieumns case cies re ee eee 
Preference Share. isSue- expense. 24.00 6 ee ce oe ee lee 


RETAINEDS EARNINGS Aly END? Gi NEA See cee ees ee eee 


1973 


$21,460,000 
2,104,000 


23,564,000 


9,614,000 
1,755,000 
1,852,000 

412,000 
1,411,000 

106,000 
1,014,000 


865,000 


17,029,000 
6,535,000 


316,000 
1,933,000 
636,000 


2,885,000 
9,420,000 


39,000 


9,381,000 
1,514,000 


7,867,000 


(1,850,000) 


$ 6,017,000 


$2.93 
$2.22 


1973 


$19,497,000 
6,017,000 


25,514,000 


652,000 
225,000 
102,000 
407,000 


1,386,000 
$24,128,000 


1972 


$16,014,000 
870,000 


16,884,000 


7,184,000 
665,000 
1,781,000 
394,000 
964,000 
309,000 
103,000 


72,000 
11,472,000 


5,412,000 


141,000 
378,000 
257,000 


776,000 


6,188,000 


6,188,000 
1,757,000 
4,431,000 

173,000 


$ 4,604,000. 


$1.70 
$1.77 


1972 


$14,893,000 
4,604,000 


19,497,000 


$19,497,000 


INTERNATIONAL MOGUL MINES LIMITED 


Consolidated Statement of Changes in Financial Position 


Year ended December 31, 1973 
(with comparative figures for 1972) 


1973 1972 
SOURCES OF WORKING CAPITAL 
From operations 
Income before interests of minority shareholders 
Ane Sth OLOMI GN ViMteMS ac: ahs ls, es Rhee eta rete c oot a oer awe ss aoe $ 9,381,000 $ 6,188,000 
Charges against income not involving the use of working capital 
Depreciation, depletion and amortization.................... 1,852,000 1,781,000 
(Oli ne\ Cah Aloe See me wig A SOE OCP te AARP AHEM eRe TM ie 96,000 55,000 
11,329,000 8,024,000 
Exdordinany dali (lOSSes) (MOte 1 Toit. vos s.uceleak secu Sa es (1,850,000) 773,000 
Net realizable value of investment in The Grand 
BahamaiDevelopment' Company, limited. ...........<......++ 4,398,000 
Se Ore Ono. 1 Vill Cue SON CI Re Wi hae Bonen. a haeis ANG, Sodeic ates sh erol Ot pcemeore ao a 764,000 
CSM OlMIIVOSUNM CIES SONG» cancer at.) oeh beers geeast 4 pened Duchenne, ee ws deta ees 1,203,000 1,144,000 
Issue of preference and common shares for cash. a er 6,007,000 
Issue of capital stock of a subsidiary to minority steiaralee. eee ee ae 230,000 
Proved sCennlonG—tendn GEDt nk es Si ie oa) bene ts eather a op eae 1,118,000 
Increase In working capital arising from acquisition of interest 
iE CS WONG COUP sec tok e outs <5 ey ee Neuen, Paine Cee Gene pet 4,992,000 
Mcentiver grants and Olen .M-4e. . 2a le wee ae See ad bo es eh tre 323,000 123,000 


23,022,000, 15,056,000 
APPLICATIONS OF WORKING CAPITAL 


iInwestmentsiin.sharessand-advanceSawarttr nak ae oc aR. Cel es ee 7,556,000 1,145,000 
REerostSuliny GAS OrOGUGION) 7 err Oe Ce ee eta eee eee ee 3,835,000 
Dividends of Mogul of Ireland Limited paid 
LOLA MOM ShakehO Celts. 5 25 ein wi tea mk) Sh re ae ol aed Nie wn 2,242,000 
NGOS CO) MX CC ASS CLS arnt aey ee tae ein Edessa ok e AO: Gy seca Pk 1,786,000 306,000 
Property interests and deferred exploration. .................000. 2,585,000 338,000 
Additional-acquisitions inthe Pime Vale.Group.. ..2.... 522. o 30 ae 1,454,000 
Reduction orloOndetenn-debt 45.0000 4.6 vote ave Goon eee 892,000 6,569,000 
Dividends on preference and common shares................0005 877,000 
Preleren Ce: ShlarelisSuleCsexGeN Se marian. ns ete frien pine e mee 407,000 
Deferred preproduction expenditures...... Fee Vey aN Sean: 165,000 34,000 
Cost of preference shares purchased for seinen SGOT PUR eee an 103,000 
Prior VeaTsiNCOMIC: taXGSmne. 6 co ea sei 2) cine ee Od, Po to eee ie 102,000 
OLN Sleeeesttey cane te © te ie he eer ee ew ser to Ae ein cantar Sareea 160,000 
22,004,000 8,552,000 
CKOaS GAN WOFMING-COl ital test te tawke Soha a te. Se Gc tar. ast lepeok meas 1,518,000 6,504,000 
Working. capitalsatvbeginininiGror Vealiuck. 6 se mtce sa hace on 71 gcse 10,373,000 3,869,000 
WORKING CAP HAL AN AENID OG aE risers cgi Miata dfn, Gakkey lee $11,891,000 $10,373,000 
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INTERNATIONAL MOGUL MINES LIMITED 


Notes to Consolidated Financial Statements 
Year ended December 31, 1973 


1. Basis of Consolidation 


(a) Subsidiaries Consolidated mie val a 
The consolidated statements include the accounts of all the Company's subsidiaries, the principal ones — 
being: 


Accounts 
% Owned Expressed in 
Moguliot-trelanemaimited sc ones cones 2 Gunn eee ek at eee 1D £ Sterling 
Mogul, PetroleumsConooration (note’4), \ 22.1). 2 ee 0 eee 100 $ United States 
TAY AY Berl eee (pvop ies al eqih (teeter we ere Meet ns Ble Seay ye ma 100 $ Australian 
MEME \Venitunescletonited) 055 cea, cel ici tee one eae re eee b 100 $ Canadian 
Lorado. of Bahamas. ClIiMited te. saceaces hoe 5 een eee 100 $ United States 


(6) Foreign Currency Translation 

In the accompanying financial statements, current assets, current liabilities and long-term debt have been 
translated at the prevailing rates of exchange as at December 31, 1973 and 1972 respectively. Other assets 
have generally been translated at the average rate of exchange for the years in which they were acquired. 
Income and expense items have been translated at the average rate of exchange during each year, except 
that depreciation, depletion and amortization are translated at the same rates as related assets. 


(c) 1M.M. (Trading) Pty. Limited and the Pine Vale Group 

At December 31, 1972 the consolidated balance sheet of |.M.M. (Trading) Pty. Limited included, on a 
fully consolidated basis, the accounts of an effectively controlled company, Pine Vale Mines Limited, and 
its subsidiaries (Pine Vale Group). Late in 1973 the Company increased its interest in the Pine Vale Group 
from 47.7% to 59.9% and the results of its operations have been reflected in the Consolidated Statement of 
Income commencing January 1, 1973. 

During the year the Pine Vale Group increased its interest in Parkland & Properties Limited to 60. 6% through 
a purchase of additional shares. The acquisition was accounted for aS a purchase effective July 1, 1973 
and accordingly the results of its operations have been included in the Consolidated Statement of Income 
commencing July 1, 1973. 

Details of the additional acquisitions in the Pine Vale Group are as follows: 


Net assets acquired 1973 1972 
Proportion,on met assets at Dook-vallie= —. 7) 54sec $1,781,000 $3,694,000 
Adjustment to fair value applied as follows 


IN IVa Se9 9) Kes S57 SKer UTA Scena rnin ys he Beye buslel yo verte ae (409,000) 543,000 
FIXGG/aSSCTS eat em iene ean nee Art wal at een aca 101,000 


$1,473,000 $4,237,000 
Consideration given ——————— SSeS 


Casa erry cere toc Len eas Weir hn ole Wee an ae ee ee $1,473,000 $2,461,000 
EXChangderGtShialeS nor wreeanucucd 00s tnt dete wi kate eerie 1,776,000 


$1,473,000 $4,237,000 
2. (a) Marketable Securities caper a ii a 
The carrying value of marketable securities at December 31, 1973 exceeded the total quoted market value 
by $128,000. The total quoted value of all marketable securities held by the Company and its sub- 
sidiaries exceeds total cost by $6,000. On consolidation of the Pine Vale Group the accumulated excess of 
cost of acquisition of the Pine Vale shares over book value of $134,000 was attributed to the cost of the 
substantial investment of the Pine Vale Group in Woodside-Burmah Oil N.L. which shares are carried in 
marketable securities. 


(6) Investments 
Investments in shares are valued at cost or less depending upon the underlying value of the investment 
and its quoted market value. In some instances investments are valued in excess of quoted market value. 
Because of the number of shares held in certain companies the quoted market values are not necessarily 
indicative of the value of the investments, which may be more or less than indicated by market quotations. 
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3. Fixed Assets 


TOS 1972 
Summary 
In Ireland, at cost 
Mineralticases ancdirights ni atwei sek se $ 1,806,000 $ 1,806,000 
Land, buildings, plant and equipment.............. 12,016,000 11,458,000 
In Canada, at cost or less than cost 
Land, buildings, plant and equipment.............. 132 0/000 2,256,000 
In Australia, at cost | 
Land, buildings, plant and equipment.............. 4,771,000 152/000 
19,921,000 16,672,000 
Less accumulated depreciation and depletion......... 5,955,000 4,923,000 
$13,966,000 $11,749,000 


Depreciation, Depletion and Amortization Policy 


Mogul of Ireland Limited provides for depreciation of fixed assets, depletion of mineral leases and rights 
and amortization of deferred preproduction expenditures and other charges on a straight line basis. 
These assets will be written off over the life of the mine, based on ore reserves established from time to time 
except for certain fixed assets whose life is estimated to be shorter than that of the mine. 


Depreciation is provided on the Canadian and Australian fixed assets on a straight line basis at the follow- 
ing rates: | 
ERGs? patie ae erin hoo Siento 2 incite thane er ok a ele aN Bee 
Flea Mba Cl SCH LUNA SIU teat scsi oy) ctese seal 4 sire 9s wr a taakdircs Neve oe Saber stsits Sslaache MPC shehua st 


21% to 5% 
5% to 33%% 


4. Interests in Gas Production 

In November and December the Company on behalf of its subsidiary, Mogul Petroleum Corporation 
(incorporated in 1973), acquired various royalty and working interests in a gas field in Hood County, 
in the State of Texas at a total cost of $3,730,000. The Company paid $1,630,000 cash for certain of these 
working interests and satisfied the balance of the purchase price by issuing two 9% notes amounting to 
$2,100,000 (note 7). 


The costs attributable to these interests will be written off over the life of the field based on reserves estab- 
lished from time to time. 


In December the Company acquired a royalty interest in a gas field in Hemphill County, in the State of 
Texas, for $1,175,000. This purchase price was paid in cash on January 4, 1974. On February 25, 1974 the 
Company acquired an additional royalty interest in the same field for $970,000 cash. Subsequently it was 
discovered that these royalty interests have a value significantly less than their purchase price. Legal 
Counsel has advised that the Company has a valid claim against the vendor of these royalty interests to 
recover this investment. Negotiations are continuing to settle this matter but, in the meantime, it has been 
decided to write down the investment in 1973 to the amount which it is now estimated will be recovered 
by royalty payments. A similar write down may be required in relation to the 1974 royalty acquisition. The 
write down in 1973 is $1,070,000 (note 11) and the potential write down in 1974 on the same basis is 
$882,000. 


5. Property Interests and Deferred Exploration 


The Company holds various other non-producing interests in mining, oil and gas properties and leases in 
various areas of the world. These interests are carried at acquisition cost together with the cost of direct 
exploration and development work thereon. 
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Itis the Company’s practice to defer the costs of these interests and carry them as an asset until the property, 
project or lease is abandoned, when the costs are written off to income. 


6. Income Taxes 


Late in March, 1974 the Irish Government introduced legislation to withdraw the twenty-year tax exemp- 
tion period on mining profits earned by producing mining companies. This legislation has not yet been 
passed. It is proposed that taxes at a rate of approximately 50% will be payable on the taxable mining 
profits of Mogul of Ireland subsequent to April 5, 1974, being the date on which the tax exemption period 
is effectively removed. It is expected that no taxes will be paid on account of the 1974 fiscal year due to 

the availability of accelerated allowances under the proposed legislation. 


During the year Mogul of Ireland was assessed for income and corporations profits taxes oninterestincome 
only. The charge to retained earnings of $102,000 represents the taxes applicable to interest earned in 
prior years. 


The Company has no taxable income for 1973 and has undepreciated capital cost, exploration and 
development expenditures and other allowances available to offset future income. 


7. Long-Term Debt 
Los OZ 


Long-term debt consists of: 
S010) 12 7o MOMGAGeS MmMatUNING 07 Ones ee ee $ 2,292,000 $ 734,000 
9% notesrpayablematuningn 7 S-.ieneme a = ee nee 2,100,000 
Mortgages on building sold during the year........... 385,000 
4,392,000 1,119,000 
Less current portion included in current liabilities....... 2,129,000 190,000 
$ 2,263,000 $ 929,000 
Instalments on these mortgages and notes are due as follows: 
TOP ARE er Rad oR a ii eae cs ee eo $2,129,000 
UNCP Aceeaeee an ere WAR salle os, abe cee ray oh ie MSL OEE AS 1,038,000 
do keener ene area meme tot, Ce UREN ER YN, (ee Pcs ND oe es 1,225,000 
$4,392,000 
8. Interests of Minority Shareholders 
SESS WT 
Interests of minority shareholders are attributable as follows: 
Moguliot Iretancalimited-, s... 50.0 eae nee ee eee $ 4,801,000 $ 4,621,000 
Piney Vale Group 2 as vice vasa wana car ee ee 5,448,000 7,385,000 
GOUTIGINSUIDSICIIENICS <5) ecre ee ke ee ae 298,000 308,000 


$10,547,000 $12,314,000 
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9. Capital Stock 


Authorized: 


992,700 First Preference Shares, par value $20 each 
4,000,125 Common Shares without par value 


Issued: ; No. of shares Par Value 
First Preference Shares Series A 
issued Guninguvieartorcasht... a= ees ys oe lee. oe 300,000 $ 6,000,000 
Converted 10 N20 Common siiares;. .....s.-.-- ss (100) (2,000) 
BUrChased Ok CANCE Ata cies s.00 lon- 2d <4 a oclevela we ws (7,200) (144,000) 
DANCE at enarOneyecdihen sean ok one Pts la vos Sl 292,700 $ 5,854,000 
Common Shares: No. of Shares Consideration 
Balancevat.bDedinning Of Var s aii kn. wae sow ews 22007, 11.2 $11,061,000 
ssulcdito empleveessfOl Casn. 2.40: . 5 cchianatelens 860 7,000 
Issued on conversion of 100 
PETELONCeV Shanes SENES Aiea. a.sn4 wetew Sida das os 25 2,000 
Dalanicer dena Or yeahemcnec acct ce Ml eh da eG la es 2,608,097 $11,070,000 


$16,924,000 


On April 26, 1973 the Articles of the Company were amended to increase its authorized capital by 
creating 1,000,000 First Preference Shares with a par value of $20 each, issuable In series. 


On May 17, 1973 the Company issued 300,000 shares as the first series of preference shares, being 
designated as 6% Cumulative Redeemable Convertible First Preference Shares Series A, for $6,000,000 
cash. 


The Series A Shares are convertible into Common Shares of the Company as follows: 
(a) upto April 1, 1978 — 1% Common Shares for each Series A Share 
(b) thereafter to April 1, 1983 —1 1/9 Common Shares for each Series A Share 


The Company is required, in each of the twelve month periods from April 1, 1974 to 1977 inclusive, to make 
all reasonable efforts to purchase for cancellation in the open market that number of shares which may be 
purchased out of the lesser of $120,000 or 10% of the consolidated net earnings available for dividends 
for the immediately preceding fiscal year after deducting dividends paid in that year on the Series A 
Shares, and in each twelve month period thereafter that number which may be purchased out of the lesser 
of $300,000 or 10% of the consolidated net earnings after Series A dividends. 


During 1973 the Company purchased for cancellation 7,200 Series A Shares for $103,000, being less than 
their par value. The difference of $41,000 has been credited to contributed surplus. The purchase amount 
will reduce the first year’s purchase requirement commencing April 1, 1974. 


21 


10. Employee Stock Options 
The following employee stock options were outstanding at December 31, NSOT3: 


Option No. of 
Year price per Common Expiry 
of grant Common Share Shares Date 
VA 37.00 9,640 October 1, 1976 
17s $12.50 80,800 February 12, 1978 
90,440 


During the year 860 Common Shares were issued at a price of $7.50 per share under the employee 
incentive option plan. All options granted under the plan were at a price of not less than 90% of the market 
value of the Common Shares at the date of grant. The options are in good standing for five years from the 
date of grant, exercisable on a cumulative basis as to 20% of the shares In any one year. 


11. Extraordinary Items 1973 1972 
Netirealized'gain oniinvestment. 5... <0)... 08 ee cee eee $773,000 
Write down of investment in The Grand Bahama Develop- 

ment Company, Limited to net realizable value....... $ (780,000) 
Write down of royalty interest in Hemphill County, Texas, 

to estimated realizable value (note 4).............. (1,070,000) 
Allowance for decline in value of some venture capital 

OOlSCES te rake Behar ec rai. 700 Bt kk renee eae as en a eee (600,000) 
As shown on consolidated statement of income....... $(1,850,000) $173,000 


12. Fully Diluted Earnings Per Common Share 

Fully diluted earnings per share show the maximum dilution of current earnings which potential conver- 
sions and exercises (see notes 9 and 10) would have caused had they occurred during the current year as 
follows: 


1973 1972 
BeforevextraordlinainycitenniSen awrite a ce eee $2.70 $1.66 
Netincomeformine: vedas... tere earn et rae aie $2.06 Sievs 


13. Other Information 
Direct remuneration of the Company’s directors and senior officers from the Company and its subsidiaries 
was $407,000 ($352,000 in 1972). 


14. Subsequent Events 

(a) On February15,1974 the Company sold its investment in The Grand Bahama Development Company, 
Limited for $4,398,000. The resulting loss of $780,000 on the sale is provided for in the consolidated 
statement of income for the year as an extraordinary item. At December 31, 1972 the investment was 
included in shares with quoted market value. 


(b) On January 2,1974 the Company purchased an office building in downtown Toronto for $4,120,000. 
The purchase price was satisfied by the assumption of mortgages in the principal amount of $3,120,000 
and $1,000,000 cash. 


(c) The Company has guaranteed a bank loan to Mindamar Energy Resources Limited of up to $2,500,000 
for a period of up to three years from February 12, 1974. This guarantee is secured by a mortgage on gas 
interests held by Mindamar in the State of Texas. 
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GCL GRAPHIC COMMUNICATIONS LIMITED 


Excerpts from 1973 Annual Report — with 
Consolidated Financial Statements 


General Comments 


“It is a pleasure to report that the Corporation has made very gratifying progress. Sales revenues for the 
six month period have risen dramatically, and the Corporation is now able to report a profit in its overall 
operations. 


A measure of the progress of the Corporation is the increase in sales revenues from $101,656 in the twelve 
months ended June 30, 1972, to $980,135 in the twelve months ended June 30, 1973, to $8,082,830 in 
the six months ended December 31, 1973 and the dramatic change from a loss position in the first two 
periods to a substantial profit of $540,272 in the most recent period. Earnings for the six months ended 
December 31, 1973 amounted to $0.31 per share, compared to a loss of $1.81 per share for the year ended 
June 30,1973. 


The events which have led to this very satisfying performance have previously been documented to the 
Shareholders. However, in order to ensure that all present Shareholders are fully informed of the events 
which took place during the six month period ended December 31, 1973, the following is a summary of 
the events: 


1. GCL purchased from Interscan Limited all the shares of the Interscan Group of Companies, which 
included two operating companies, Interscan Data Systems (U.K.) Ltd., in the United Kingdom, and 
Interscan GmbH in West Germany. 


2. An agreement to distribute Dex equipment in the United Kingdom was negotiated with the manu- 
facturer, (Graphic Sciences, Inc.). 


3. A new Company, Interscan-Dex Limited, was formed to distribute Dex equipment in the United 
Kingdom. This Company is 51 percent owned by the Corporation and 49 per cent owned by Coldstream 
Mines Limited. 


4. Financing for the Corporation and Interscan-Dex Limited of up to $2,600,000 Is being provided by 
Coldstream. 


5. The foregoing purchase was made by the issue of 1,311,353 Treasury shares to Interscan Limited, 
and by the Corporation guaranteeing a $1,500,000, 7 per cent Interest bearing debt of the Interscan 
Group to Interscan Limited. ($1,000,000 of this may be converted into GCL shares at $3.00 per share.) 


6. Coldstream was instrumental in arranging for the Corporation substantial bridge financing, required 
to purchase and deliver large orders for Dex equipment placed by the Trans-Canada Telephone System, 
which markets Dex in Canada under its own trade name of FAXcom. 


Presently, the Corporation’s main distributorships are: 


(a) Dex facsimile transmitter/receivers, (manufactured by Graphic Sciences, Inc. of Danbury, Con- 
necticut), distributed in Canada and in the United Kingdom. 


(b) System 2100 Key-to-Disc Computer input device (manufactured by General Computer Systems Inc. 
of Dallas, Texas), distributed in the United Kingdom and in West Germany. 


(c) Scan-Data, an optical character recognition data entry system, (manufactured by Scan-Data Corpora- 
tion of Norristown, Pennsylvania), distributed in the United Kingdom and West Germany. 
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Both Sales and Service operations are carried on through offices in the following cities: 
CANADA — Toronto, Ottawa, Montreal, Vancouver 

UNITED KINGDOM — London, Manchester, Edinburgh 

WEST GERMANY — Frankfurt 


The Corporation and its subsidiaries now employ in excess of 200 persons. 


It is significant that your Corporation’s considerable experience in multi-media communications in the 
United Kingdom is generating a synergism which is accelerating the successful marketing of all the pro- 
ducts distributed by the U.K. Company. The resulting ability to market the Dex equipment as part of a 
total communication system is a fundamental strength of your Corporation. 


The purchase of the Interscan Group of Companies has been of tremendous importance in the rapid 
growth of the Corporation. Needed financing was acquired, substantial additional sales revenues have 
been added, and above all, a strong, well-financed major Shareholder is working actively with Manage- 
ment. On a consolidated basis the Corporation is reporting a profit for the fiscal period covered by this 
report. This profit has been generated by the European operations of the Interscan Group, under the able 
direction of Gordon Skinner, Managing Director. The majority of the business of the Interscan Group has 
been with financial institutions and with government. During the recent economic and energy crisis in 
the United Kingdom, Management detected no weakening of requirements in either of those two fields. 
On the contrary, both of these categories must carry on usual data processing operations, and in the case 
of government indications point towards more control and more data reporting requirements. Manage- 
ment is confident of continuing the current high level of business in Europe which it has been able to 
secure over the last two years. : 


However, it is in the development of the facsimile industry that your Corporation looks for its greatest 
growth. Management believes that the potential requirements for equipment which can transmit hard- 
copy electronically over ordinary telephone lines throughout the world, quickly and accurately, is practi- 
cally unlimited. We believe the Dex line of facsimile products is the finest and most technologically 
advanced on the market today, and latest announcements from the manufacturer indicate that this leader- 
ship position will be maintained. With exclusive distributorships in Canada and the United Kingdom, your 
Corporation is actively marketing in two of the leading countries in telecommunications usage in the 
world.” 
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Auditors Report 


To the Shareholders of 
GCL Graphic Communications Limited 


We have examined the consolidated balance sheet of GCL 
Graphic Communications Limited and subsidiary companies as 
at December 31, 1973 and the consolidated statements of 
income, deficit and changes in financial position for the six 
months ended December 31, 1973. Our examination included 
a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion these consolidated financial statements present 
fairly the financial position of the companies as at December 31, 
1973 and the results of their operations and the changes in 
their financial position for the period then ended, in accordance 
with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Toronto, Canada THORNE GUNN & CO. 
March 29, 1974 Chartered Accountants 
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GCL Graphic Communications Limited 
(Incorporated under the laws of Ontario) 
and subsidiary companies 


Consolidated Balance Sheet 


DECEMBER 31, 1973 
(with comparative figures at June 30, 1973) 
(Expressed in Canadian Dollars) 


ASSETS 

Current assets 
Cash and short-term bank deposits 
Accounts receivable 
Inventories (note 3) 


Fixed assets (note 4) 

Other assets 
Deposits as surety on guarantees (note 5) 
Deferred development and pre-operating expenses (note 9) 


Goodwill (note 1) 


LIABILITIES 

Current liabilities 
Bank advances, secured (note 6) 
Accounts payable and accrued liabilities 
Customers’ deposits 
Current portion of long-term debt 
8% Convertible debenture due on demand 


Long-term debt 
Due to parent company (note 1) 
Convertible advances 
Other advances 
7% notes payable (unsecured) payable in semi-annual principal 
instalments, maturing in 1975 


Less amount due within one year included in current liabilities 


Minority interest 


SHAREHOLDERS’ EQUITY 


Capital stock (notes 1 and 7) 
Authorized—5,000,000 shares without par value 
Issued— 1,736,353 shares (June 30, 1973, 425,000 shares) 
Deficit 


Approved by the Board: 


“C. G. Green,” Director 
“R. D. Bell,” Director 
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December 31, 
1973 


$ 671,853 
5: 107,953 
1,492,098 


7,265,904 


1,357,624 


1037329 
125,751 


231,080 
3,784,629 
912,639,257 


$ 4,329,007 
2,393,933 
13572911 
61,789 


\ 


6,920,020 


1,000,000 
1,297,718 


98,703 


2,396,421 


61,789 


2,334,632 


21,387 


4,250,744 
887,546 


3,363,198 


$12,639,237 


June 30, 
1973 


$ 69,225 
478,641 
125,290 


673,156 


-_ 853,129 


$ 1,526,285 


$ 382,863 


216,413 


61,789 
100,000 


761,065 


820,470 


129,597, 


950,067 
61,789 


888,278 


1,300,200 
1,423,258 
(123,058) 

$ 1,526,285 


GCL Graphic Communications Limited 


and subsidiary companies 


Consolidated Statement of Income 


(Expressed in Canadian Dollars) 


Revenue 
Sale and rental income, maintenance and other income 


Expenses 


Cost of sales, supplies, maintenance, selling, general and 
administrative expenses _ 

Interest on long-term debt _ 

Depreciation and amortization (note 4) 

Loss on currency revaluation 


Income (loss) before income taxes, interest of minority shareholder and 
extraordinary items 


Income taxes (note 8) 


Interest of minority shareholder 

Income (loss) before extraordinary items 

_ Extraordinary items 

Income tax reductions arising from application of losses of prior 
years (note 8) 

Write-down of graphic communication equipment (note 12) 


Net income (loss) for the period 


Earnings (loss) per share 


Before extraordinary items 
Net income (loss) for the period 


Fully diluted earnings per share (see note 10) 


Six months 
ended 
December 31, 
1973 


$ 8,082,830 


7,206,675 
112,267 
161,921 

51,115 


7,531,978 


550,852 
261,286 


289,566 


9,137 


280,429 


259,843 


$ 540,272 


$0.16 
$0.31 


Consolidated Statement of Deficit 


(Expressed in Canadian Dollars) 


Deficit at beginning of period 
Net income (loss) for the period 


Organization expenses written off 
Expenses of proposed underwriting written off 


Deficit at end of period 


Pai 


Six months 
ended 
December 31, 
1973 


$ 1,423,258 


540,272 


882,986 


4,560 


$ 887,546 


Year ended 
June 30, 
1973 


$ 980,135 


1,225,070 
7,362 
156,376 


1,388,808 
(408,673) 
(408,673) 


(408,673) 


(362,582) 


$ (771,255) 


$(0.96) 
$(1.81) 


Year ended 
June 30, 
1973 


3 099,711 


(771,255) 


1,310,966 


112,292 


$ 1,423,258 


GCL Graphic Communications Limited 


and subsidiary companies 


Consolidated Statement of Changes in 


Financial Position 


(Expressed in Canadian Dollars) 


Sources of working capital 
Operations 
Net income for the period 
Charges against income not involving the use of working capital 
Depreciation and amortization 
Interest of minority shareholder 


Shares issued to acquire the Interscan Group 
Issue of capital stock of a subsidiary to minority shareholder 
Increase in long-term debt 


Applications of working capital 
Operations 
Loss before extraordinary item 
Depreciation and amortization not involving the use of working capital 


Cost of acquisition of the Interscan Group less working capital 
acquired of $364,010 

Fixed assets 

Reduction in long-term debt 

Deferred development and pre-operating expenses 

Deposits as surety on guarantees 

Organization expenses 

Expenses of proposed underwriting not proceeded with 


Increase in working capital 


Working capital deficiency at beginning of period 
Working capital (deficiency) at end of period 
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Six months 
ended 


December 31, 


$ 


711,330 


3,833,239 


1973 
540,272 


161,921 
SS Pie 


2,950,544 
12,250 
159,115 


2,586,534 
397,896 
211,455 
125,751 

73,250 
4,560 


3,399,446 


$ 


433,793 
87,909 


345,884 


$ 


Year ended 


June 30, 
1973 


844,545 


844,545 


408,673 
(156,376) 


252,297 


424,196 
54,776 


93,133 


824,402 


$ 


20,143 
108,052 


(87,909) 


GCL Graphic Communications Limited 


and subsidiary companies 


Notes to Consolidated Financial Statements 


December 31, 1973 


(Expressed in Canadian Dollars) 


1. BASIS OF CONSOLIDATION 


(a) The consolidated financial statements include the 


(b) 


(c 


(d 


) 


~— 


accounts of the Interscan Group from July 1, 1973. 


The Company incorporated two subsidiary companies 
during the period, as follows: 


Graphic Communications U.K. Holdings Limited 


100% owned a 
Interscan-Dex Limited 51% owned 


The Company has changed its fiscal year end from 
June 30th to December 31st. 


Translation of the accounts of foreign subsidiaries is as 
follows: 


(1) Current assets and current liabilities, at the 
prevailing rates of exchange as at the balance sheet 
date. 


(2) Fixed and other assets, income and expenses, at 
the average rates of exchange for the period that 
the assets were acquired and the income earned, 
except for certain transactions where the actual 
known cost in Canadian Dollars has been used. 


On June 29, 1973, the Company signed an agreement 
with Coldstream Mines Limited (Coldstream) and 
Interscan Limited (Interscan) which provided as follows: 


(1) The Company issued 1,311,353 shares to Interscan 
valued at $2,950,544 representing a 61% fully 
diluted interest in the Company. 


(2) The Company acquired all of the issued and out- 
standing shares of the following companies 
(Interscan Group) from Interscan: 

Intercontinental Data Systems Limited 
Interscan Data Systems, A.G., ZUG 
Interscan Data Systems (U.K.) Ltd. 
Interscan GmbH 


(3) The Company guaranteed a $1,500,000 7% debt 
of the Interscan Group of which $1,000,000 may 
be converted into shares of the Company at $3 
per share. 


' (4) Coldstream provide, directly and indirectly, financing 


up to $1,600,000 for the Canadian operations of 
the Company and up to $1,000,000 for the 
distribution of graphic communications equipment 
in the United Kingdom through Interscan Dex 
Limited a company owned 51% by the Company 
and 49% by Coldstream. 


Dm) 


2. 


Details of the acquisition of the Interscan Group are as 
follows: 


Consideration given 


Common shares $2,950,544 

Excess of liabilities over book value of 
assets acquired $ 834,085 
Goodwill 3,784,629 
$2,950,544 


DISTRIBUTORSHIP AND FRANCHISE AGREEMENTS 


(a) Graphic Communication Equipment 
Pursuant to agreements entered into on June 29, 1973 
and August 1, 1973, the Company acquired the 
exclusive rights to distribute in Ireland, United Kingdom 
and Canada graphic communication equipment 
manufactured by Graphic Sciences, Inc. 


_ (b) Computer Input Equipment 


The Company holds distribution franchises in respect 
of products of Scan-Data Corporation, General 
Computer Systems Inc., Almex A.B. and Optical 
Scanning Corporation to market their computer input 
equipment in certain Western European countries. 


INVENTORIES mbpaplies NT RAE 

Computer input equipment $ 342,842 

Graphic communications equipment 401,952 $ 17,907 

Parts and supplies 747,304 107,383 
$1,492,098 


$125,290 


The inventories are valued at the lower of cost (determined 
on a first-in first-out basis) and replacement cost. 


FIXED ASSETS ier” Pe alana ve 
(a) Summary 
Graphic communication 
equipment $1,399,659 $1,039,576 
Computer input equipment 302,127 
Automotive equipment 39/025 
Office equipment 84,608 3,340 
Leasehold improvements 2,054 1,731 
1,827,973 1,044,647 
Less accumulated depreciation 470,349 191,518 
$1,357,624 $ 853,129 


Graphic communication equipment is valued at cost 
less amounts written down (see note 12). Computer 
input equipment, automotive equipment, office equip- 
ment and leasehold improvements are valued at cost. 


(b 


~— 


Depreciation Policy 

Depreciation of graphic communication and office 
equipment is provided at 20% per annum on the 
reducing balance basis with depreciation on the graphic 
communication equipment commencing from the 
month the unit is placed in service. Leasehold 
improvements are depreciated over the period of the 
lease. 


Other fixed assets are depreciated on a straight line 
basis at the following rates: 


25% 
15% to 20% 
10% to 334% 


Automotive equipment 
Computer input equipment 
Other equipment and furniture 


DEPOSITS AS SURETY ON GUARANTEES 


The deposits are with a leasing company to secure lease 
payments by customers in respect of systems sold to them 
by a subsidiary. The deposits will be repaid over periods 
commencing not later than August, 1977. 


BANK ADVANCES 


Bank advances are secured by assignment of the accounts 
receivable and hypothecation of the inventories of the 
Company and its subsidiaries, together with guarantees of 
Coldstream Mines Limited. 


CAPITAL STOCK 


On October 12, 1973 the directors cancelled all employee 
stock options then outstanding. Effective November 1, 1973 
the directors granted new stock options to four key 
employees covering the purchase of 16,000 shares at a 

price of $2.25 per share exercisable on or before October 

31, 1978. These options were outstanding at December 

Sh, USS 


On November 1, 1973 the directors authorized under a share 
purchase plan the issuance of 36,000 shares at a price of 
$2.25 per share to two key employees. Subsequent to 
December 31, 1973 the 36,000 shares were acquired by the 
two employees. 


Outstanding share purchase warrants are exercisable as 
follows: 


Number of Number of shares __ Exercisable 
warrants to be issued price per share On or before 
200,000 360,000 $3.03 January 6, 1977 
20,000 20,000 $6.00 January 6, 1977 
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INCOME TAXES 


Loss carry-forwards for income tax purposes, which may be 
applied in reduction of future taxable incomes, are as follows: 


Canada $ 666,000 
United Kingdom 378,000 
Germany 592,000 

$1,636,000 


The Company has recorded depreciation in the accounts in 
excess of capital cost allowance claimed for Canadian 
income tax purposes of approximately $680,000. 


The tax effect of the above items has not been recorded in 
the accounts. 


DEFERRED PRE-OPERATING EXPENSES 


All expenses incurred from incorporation of the 51% 
subsidiary company Interscan-Dex Limited on June 18, 
1973 have been deferred as they relate to the organization 
of the company and planning and development of the 
company’s operations in the United Kingdom. 


These expenses will be written off equally over three years 
commencing January 1, 1974. 


. FULLY DILUTED EARNINGS 


Fully diluted earnings per share for the six months ended 
December 31, 1973 show the maximum dilution of current 
earnings which potential conversions and exercises (see 
notes 1 and 7) would have caused had they occurred 
during the current period as follows: 


Before extraordinary item 
Net income for the period 


$0.14 
$0.25 


The imputed earnings after income tax arising from con- 
version and application of the proceeds from options and 
warrants exercised is $48,000. 


OTHER STATUTORY INFORMATION 


‘Remuneration of directors and senior officers as defined by 


The Business Corporations Act amounted to $72,400 (June, 
1973 $92,900). 


WRITE-DOWN OF GRAPHIC COMMUNICATION 


As a result of the Trans Canada Telephone Systems sale 
agreement of May 25, 1973 the Company negotiated with 
Graphic Sciences, Inc. substantially lower purchase prices 
per unit for all of the Company’s graphic communication 
equipment requirements. 


All graphic communication equipment owned at June 30, 
1973, regardless of the original cost, has been valued at the 
new costs. Accumulated depreciation at June 30, 1973 was 
recalculated using the revised machine costs. The write- 
down of graphic communication equipment resulting from 
this revaluation was shown in the statement of income for 
the year ended June 30, 1973 as an extraordinary item 
amounting to $362,582. 


CITY ASSOCIATED ENTERPRISES LIMITED 


General Comments 


Consolidated net income for the year amounted to $136,319 or eight cents per share. In 1972 consolidated 
net income was $259,287 or fourteen cents per share. Long-term debt was again reduced substantially, 
resulting in lower interest charges. 


Spotless Cleaners Limited enjoyed another successful year, and despite rising costs and supply shortages 
they contributed substantially to results. 


Bahamas Enterprises Trading Companies Overseas Limited (BETCO) again has declared a modest 
dividend. However, the trend of perfume sales through the Caribbean and the Bahamas is showing a 
decrease and the management of BETCO Is exploring alternate products for distribution in the market. 


Solomon's Mines Limited reflected a loss as to the 31st May, 1973, the end of its fiscal year. Since that 
report a slow turn-around has resulted in its operation at breakeven. A profit for this year is forecast. 


Crystal Seas Enterprises Limited in which the company has a twenty-five percent interest, operates 
Lafayette Department Store which opened in march 1973. Unfortunately, this operation has been plagued 
with problems from the start and has yet to attain a break-even position. The cost of this investment has 
been written off. 


1973 did not come up to the expectation of management. Devaluation of many world currencies, par- 
ticularly the United States dollar with which the Bahamian dollar is fixed, plus the increase of Bahamas 
emergency tax brought chaos to the retail perfume trade which represents a substantial portion of our 
turnover. In order to maintain an all-important price differential on perfume for tourists we have been 
forced to absorb many of these increased costs. 


Christmas trade was hurt by delayed delivery of goods out of Europe. To these factors, we must also add 
the fact that Freeport experienced tourist business well below that forecast. 


Management does not anticipate any worsening of the situation, or a major turn-around during the 
coming year. With this in mind management proposes a consolidation of our operation both by heavier 
concentration on the resident market and by cutbacks in overheads and inventories. 
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